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TAGS: ECON, UK 

SUBJECT: M3 SHOWS SLOWER GROWTH 

1. THE SEASONALLY ADJUSTED STERLING MONEY STOCK, BROADLY 
DEFINED, M3 FELL 133 MILLION POUNDS DURING THE SHORT BANK 
ING MONTH NOVEMBER 17-DECEMBER 8. THIS IS THE FIRST FALL 
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IN THE AGGREGATE THIS YEAR. THE FALL ALLOWS A 7 75 PER- 
CENT GROWTH IN M3 DURING THE FIRST EIGHT MONTHS OE THE 
CURRENT FINANCIAL YEAR, A PERFORMANCE WHICH IS WITHIN A 
9-13 PERCENT GROWTH TARGET FOR THE EULL FINANCIAL YEAR 
ENDING MID-APRIL. THE M3 MEASURE WHICH INCLUDES FOREIGN 
CURRENCY DEPOSITS OF U.K. RESIDENTS FELL 265 MILLION 
POUNDS, WHILE THE NARROWLY DEFINED MONEY STOCK Ml ROSE 
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160 MILLION POUNDS. 

2. THE SEASONALLY ADJUSTED AGGREGATES HAVE SHOWN THE 
EOLLOWING BEHAVIOR IN 1976: 

MI M3 Ml M3 
POUNDS POUNDS GROWTH IN 3 MOS. 

BILLIONS BILLIONS MOVING BALANCES 

1975 

DECEMBER 16.3 36.1 8.2 N/A 

1976 

JANUARY 16.3 36.4 4.8 N/A 

APRIL 17.4 37.4 29.6 11.3 

SEPTEMBER 18.5 39.8 33.3 22.2 

OCTOBER 18.1 40.1 10.1 18.4 

NOVEMBER 18.4 40.4 7.0 14.4 

DECEMBER 18.5 40.2 1.7 4.9 

THE CALENDAR YEAR GROWTH IN M3 IS THUS APPROXIMATELY 1 1.4 
PERCENT AND IN Ml 13.5 PERCENT. 

3. ALTHOUGH THE SHORT DECEMBER BANKING MONTH HAS RAISED 
QUESTIONS ON THE ACCURACY OF THE DECEMBER SEASONAL AD- 
JUSTMENT, IT IS CLEAR THAT MONEY SUPPLY GROWTH HAS BEEN 
REDUCED MARKEDLY EROM THE ALARMING LEVELS OF SEPTEMBER 
AND OCTOBER. THIS REDUCTION EOLLOWS ON THE STRINGENT 
MONETARY MEASURES INTRODUCED IN THE THIRD QUARTER OE 1976 
WHICH INCLUDED HEAVY SALES OE GILTS, AND THE IMPOSITION 

OP SPECIAL SUPPLEMENTAL RESERVE REQUIREMENTS ON THE 
GROWTH OF INTEREST-BEARING ELIGIBLE LIABILITIES. 
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